DISCLAIMER
This electronic version of an SCC order isfor informational purposes only and is not an official document of the
Commission. An official copy may be obtained from the Clerk of the Commission, Document Control Center.
COMMONWEALTH OF VIRGINIA

STATE CORPORATION COMMISSION
AT RI CHVOND, MAY 24, 2001
APPLI CATI ON OF
CASE NO. SEC010044
M LLENNI UM ADVI SORY SERVI CES, | NC
For an official interpretation

pursuant to the Virginia Securities
Act 8 13.1-525

CFFI Cl AL | NTERPRETATI ON

THI' S MATTER cane before the Conm ssion for consideration
upon the letter-application of MII|ennium Advi sory Servi ces,
Inc. ("Applicant”) dated March 2, 2001, filed under § 13.1-525
of the Virginia Securities Act, 8§ 13.1-501 et seq. of the Code
of Virginia ("Act"), by its counsel and upon paynent of the
requisite fee. Applicant has requested a determnation as to
whet her or not certain persons participating in a referral -fee
arrangenent involving investnent advisory services nust register
pursuant to 8§ 13.1-504 A(ii) of the Act, as investnent advisors
or investnment advisor representatives. The pertinent
information contained in the application is summarized as
fol |l ows:

Applicant, a registered investnent advisor and a Virginia
corporation incorporated on February 1, 2001, provides advice on
equity securities, debt securities, government securities,

certificates of deposit, investnment conpany securities, options


http://www.state.va.us/scc/contact.htm#General

and warrants, anong others, and investnent supervisory and
financial planning services and charges for its advisory

servi ces based on either a percentage of assets under
managenent, hourly rates, or fixed fees, in Virginia. Applicant
plans to enter into a witten referral-fee arrangenent with
Bul | ock, Wggins & DeWtt, P.C. ("CPA Firnt) under which the
accounting clients of CPA Firmmay be referred to Applicant for
i nvest ment advi sory servi ces.

The CPA Firmw || refer custoners to Applicant, and in
return Applicant will conpensate the CPA Firm by paying to the
CPA Firma portion of the investnment nanagenment services fees
collected fromreferred clients for providing these referral
servi ces.

The Applicant represented that the CPA Firmwould refer
only those clients who expressed an interest in investnent
advi sory services and would not actively solicit their clients.
Those clients who expressed an interest would be provided
Applicant's nane and such other information sufficient to enable
the client to contact Applicant. CPA Firmalso would assi st
such clients in setting up initial neetings with Applicant
personnel or by making such introductions of the parties as
woul d be hel pful, w thout participating in, or being present at,
any neetings except initial neetings to facilitate

i ntroductions. Further, CPA Firmwould not hold itself out as



provi di ng i nvestment advi sory services or advise clients on

i nvestnments or securities. CPA Firmwould provide brochures and
i nformation sunmari zi ng Applicant's services and provide
clerical and mnisterial services as necessary. CPA Firmwould
al so forward financial or other information of the client to
Applicant in the normal course of business.

Further, the Applicant would pay a portion of any advisory
fees collected fromreferred clients to CPA Firm for providing
these referral services, such fees would be paid to a third
entity, one-half owned by CPA Firm and one-half owned by certain
principals of the Applicant an others not related to either.

Appl i cant argues that CPA Firmand its accountants shoul d
not be required to register under the Act as an investnent
advi sor or as investnent advisor representatives as
participation in Applicant's referral programis solely
incidental to CPA Firmis practice of accountancy. Further,
Applicant argues that the definition of investnent advisor
pursuant to 8 13.1-501 A of the Act does not intend the
definition of investnment advisor or investment advisor
representative to include CPA Firmand its accountants because
participation in the referral programis restricted to clerica
and mnisterial duties.

Based upon the representati ons made by the Applicant, the

Comm ssion will not require CPA Firmand its accountants to



mai ntain registration as an investnment advi sor and i nvest nent
advi sor representatives if CPA Firmneets the foll ow ng
requi renents:

1. CPA Firmw |l have a witten agreenent between itself
and Applicant. The agreenment will describe the referral
activities to be engaged in by CPA Firmon behal f of the
Applicant and the conpensation to be received. The agreenent
shall contain an undertaking by CPA Firmto performthe duties
under the agreenent in a manner consistent with the instructions
of the Applicant and provisions of the Act.

2. CPA Firmw Il provide clients with a current copy of
the Applicant's investnment advisor's witten disclosure
statenent required by the Act and the rul es pronul gat ed
t her eunder.

3. CPA Firmw |l provide clients with a separate witten
stat enent describing the financial arrangenent between it and
Appl i cant.

4. CPA Firmw |l have referred clients sign and date an
acknow edgenent of receipt of the investnent advisor's and CPA
Firms witten statenents, such acknow edgenents shall be
mai nt ai ned by Applicant for inspection by the Division no nore
than annually and retained for a period not to exceed three

years.



THE COWM SSI QN, upon consideration of and in reliance upon
the information supplied by Applicant, is of the opinion and
finds that the foregoi ng proposed activities and servi ces, whose
activities are perfornmed as descri bed above and subject to the
[imtations |isted above, are not wwthin the intent of the Act's
definition of investnent advisor and investnent advisor
representative as defined by 8 13.1-501 of the Act. The
Commi ssion's opinion is based solely upon the infornmation
provi ded by Applicant and any deviation therefromw ||l be
subject to further Comm ssion determnation. It is, therefore,

ORDERED t hat the CPA Firmand CPA Firm s accountants, whose
activities are perforned as descri bed above, and subject to the
l[imtations |listed above, are not required to register as an
i nvest ment advi sor and i nvestnment advi sor representatives

pursuant to 8§ 13.1-504 A(ii) of the Act.



